Michigan Depariment of Treasury

496 (02/06)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended.
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We affirm that;

We are cerlified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations). :
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financiat statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricled net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The lacal unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The focal unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came 1o our attention as defined in the Bufletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin}.

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). if there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepled accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewad were performed timely.

if a local unit of government (authorities and commissions included) is operating within the boundaries of the audited antity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commissian.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required {enter a brief justification)

Financial Statements IZ,

The letter of Comments and Recommendations El

Other {Describe) D
Cortifled Public Accountant (Firm Name) Telephone Number
Walker, Fluke & Sheldon, PLC 269-945-9452
Street Address City State Zip
525 W Apple St Hastings Mi 49058

Printed Name License Number

uthorjking CPA Signature
M%m P M & \/“_QJ_,‘_ QOA Katherine K Sheldon, CPA 1101023575
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Birch Rural Fire Department
Barry County, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of BIRCH Rural Fire Department as of and for the year
ended June 30, 2006, which collectively comprise the fire department’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of BIRCH Rural Fire
Department’s management. Qur responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation., We believe that our audit provides a
reasonable basis for our gpinion. '

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of BIRCH Rural Fire Department as of June 30, 2006, and the respective changes in-
financial position thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The management discussion and analysis and required supplementary information listed in the table of
contents are not a required part of the basic financial statements, but are supplementary information
required by accounting principles generaliy accepted in the United States of America. We applied certain
fimited procedures, which consisted principally of inquires of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise BIRCH Rural Fire Department’s basic financial statements. The accompanying additional
supplementary information listed in the table of contents is presented for purposes of additional analysis
and are not a required part of the basic financial statements of BIRCH Rural Fire Department. Such
infformation has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly presented in all material respects in relation to the basic financial
statements taken as a whole.

Hastings, Michigan

November 6, 2006 Walkss, Fuuye & Sinldon. 9L



BIRCH Rural Fire Department Management Discussion and Analysis

As the Fire Department Board of BIRCH Rural Fire Depariment, we offer readers of the Fire Department’s
financial statements this narrative overview and analysis of the financial activities of BIRCH Rural Fire
Department for the fiscal year ended June 30, 2006. The analysis focuses on significant financial position, budget
changes and variances from the budget, and specific issues related to funds and the economic factors affecting
the Fire Department. We encourage readers to consider this information in conjunction with the letter or
transmittal, which begins on page 1, and the financial statements, which begin on page 5.

Financial Highlights
+ The assets of BIRCH Rural Fire Department exceeded its liabilities at the close of the most recent fiscal

year by $499,432 (net assets) compared to $515,438 last year. Of this amount, $175,548 (unrestricted
net assets) may be used to meet the government’s ongoing obligations to citizens and creditors.

+ The government’s total net assets decreased by $16,006 compared to a decrease of $21,774 last year.
The government’s fund balance increased by $16,178 compared to a decrease of $8,977 last year.

e As of the close of the current fiscal year, the Fire Department's governmental funds reported an ending
fund balance of $175,548, compared to ending fund balance of $159,371 last year.

The basic financial statements include information that presents two different views of the Fire Department:

e The first column of the financial statements includes information on the Fire Department’s General Fund
under the modified accrual method. These Fund Financial Statements focus on current financial
resources and provide a more detailed view about the accountability of the Fire Department's sources
and uses of funds.

s The adjustment column of the financial statements represents adjustments necessary to convert the fund
financial statements to the government-wide financial statements under the full accrual method.

» The government wide financial statement columns provide both long-term and short-term information
about the Fire Department’s overall financial status. The statement of net assets and the statement of
activities provide information about the activities of the Fire Department as a whole and present a longer-
term view of the Fire Department’s finances. These statements tell how these services were financed in
the short-term as well as what remains for future spending.

The financial statements can be found on pages 5-6 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

The notes to the financial statements can be found on pages 7-11 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information. The Fire Department adopts an annual budget for its
general fund. Within the required supplementary information, a budget comparison statement has been provided
for these funds to demonstrate compliance with the budget.

Required supplementary information can be found on page 12 of this report.

Additional Supplementary information is presented immediately following the required supplementary information
on pages 13-15.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the
case of BIRCH Rural Fire Department, assets exceeded liabilities by $499,432 at the close of the most recent
fiscal year compared to $515,438 last year.

By far the most significant portion of the Fire Department's net assets (65 percent) reflects its investment in
capital assets (e.g. land, buildings, equipment and furniture and fixtures) ($323,884). The Fire Department uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. An additional portion of the Fire Department’s net assets (35 percent) reflects unrestricted net assets
($175,548), which may be used to meet the government’s ongoing obligations to citizens and creditors. The Fire
Department does not have any restricted net assets.



BIRCH Rural Fire Department’s Condensed Financial Data

Governmental Governmental
Activities Activities
6/30/2006 6/30/2005
Current and Other Assets $ 175,548 $ 159,371
Capital Assets 323,884 356,067
Total Assets 499,432 515,438
Liabilities - -
Net Assets:
Invested in Capital Assets, Net of
related debt 323,884 356,067
Restricted - -
Unrestricted 175,548 159,371
Total Net Assets $ 499,432 $ 515438
Revenues .
Charges for Services $ 347,793 $ 339,383
Interest and Rentals 4,352 2,683
Total Revenues 352,145 342,066
Expenses-Fublic Safety 368,151 363,840
Change in Net Assets $ _ (16,006) $  (21,774)

At the end of the current fiscal year, the Fire Department is able to report positive balances in all three categories
of net assets.

Governmental activities. Governmental activities decreased the Fire Department’'s net assets by $16,006
mainly due to an increase in contract services and depreciation expenditures.

Financial Analysis of the Fire Department's Funds

As noted earlier, the Fire Department used fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds. The focus of the Fire Department’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Fire
Department’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
Fire Department’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Fire Department’s governmental fund reported an ending fund balance
of $175,548, an increase of $16,177 in comparison with the prior year. Last year, the Fire Department's
governmental fund ending fund balance was $159,371, which was a decrease of $8,977 from the prior year.

The general fund is the chief operating fund of the Fire Department. At the end of the current fiscal year,
unreserved fund balance of the general fund and the total fund balance was $175,548. Unreserved fund balance
represents 52.3% of the total general fund expenditures. In the prior year, the unreserved fund balance was
$159,371, which represented 43.8% of the total general fund expenditures.



General Fund Budgetary Highlights
The original budget was not amended throughout the current fiscal year.

Revenues exceeded budgetary estimates and expenditures were less than budgetary estimates for the current
year increasing fund balance.

Capital Assets
The Fire Department’s investment in capital assets for its governmental activities as of June 30, 2006, amounts to

$323,884(net of accumulated depreciation). This investment in capital assets includes: land, buildings,
improvements, equipment and furniture and fixtures.

There were no capital asset purchases during the current fiscal year. Details of the Fire Department’s capital
assets are continued in the notes to financial statements on page 10,

Economic Factors and Next Year's Budgets and Rates

BIRCH Rural Fire Department believes revenues will remain fairly constant. The majority of the Fire
Department’'s revenue comes from Baltimore, Irving, Rutland, Carlton and Hastings Township’s. Expected
decreases in 2006-2007 state shared revenues may have an indirect effect on BIRCH Rural Fire Department. If
Townships receive less state shared revenue, they will have less to spend and may spend less on fire protection.
Some Townships depend on a fire millage for fire protection and if a fire millage does not pass, revenues could go
down. BIRCH Rural Fire Department feels expenses will be up slightly during the next year due to inflation and
increases in fuel costs. The Board is discussing, with the City of Hastings, possible ways to build a new fire
department, They are also exploring ways to finance the project using a new assessment formula based on
taxable value, population, and average fire runs over a five-year period.

Requests for Information

This financial report is designed to provide a general overview of BIRCH Rural Fire Department’s finances for all
those with an interest in the Fire Department’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to Jim Brown at 855 River Road,
Hastings, MI 49058. (269) 248-9690




BIRCH RURAL FIRE DEPARTMENT

GOVERNMENTAL FUND BALANCE SHEET -

STATEMENT OF NET ASSETS

June 30, 2006

ASSETS
Cash and Cash Equivalents
Investments
Capital Assets (Net of Accumulated Depreciation)

Total Assets

LIABILITIES
Accounts Payable

Total Liabilities

FUND BALANCE / NET ASSETS
Fund Balances
Unreserved-Undesignated
Reserved

Total Fund Balance

Total Liabilities and Fund Balance

Net Assets
Invested in Capital Assets-Net of Related Debt
Restricted

Unrestricted

Total Net Assets

The Notes to Financial Statements are an integral part of this statement.

General Fund Statement
Modified Adjustments of

Accrual Basis {See Notes) Net Assets
$ 25,596 25,596
149,952 149,952
- 323,884
$ 175,548 499,432
$ - .
175,548 -
175,548 -

$ 175,548

323,884
175,548
499,432




BIRCH RURAL FIRE DEPARTMENT

STATEMENT OF GOVERNMENTAL REVENUE, EXPENDITURES,
AND CHANGES IN FUND BALANCE - STATEMENT OF ACTIVITIES

Year Ended June 30, 2006

General Fund Statement
Modified Adjustments of
Accrual Basis {See Notes) Net Assets
Revenue
Charges for Services $ 347,793 §% - % 347,793
Interest and Rentals 4,352 - 4,352
Total Revenue 352,145 - 352,145
Expenditures
Current:
Public Safety:
Professional Services 1,710 - 1,710
Operating Costs-City of Hastings 334,258 - 334,258
Capital Outiay - - -
Depreciation - 32,183 32,183
Total Expenditures 335,968 32,183 368,151
Excess of Revenue Over (Under)
Expenditures / Change in Net Assets 16,177 (32,183) {16,0086)
Fund Balance/Net Assets - Beginning of Year 159,371 356,067 515,438
Fund Balance/Net Assets - End of Year $ 175,548 $ 323,884 $ 499,432

The Notes to Financial Statements are an integral part of this statement.
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BIRCH RURAL FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the BIRCH Rural Fire Department conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental units. The following is a
summary of the significant accounting policies used by the BIRCH Rural Fire Department:

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements - and Management's

Discussion and Analysis - for State and Local Governments. Certain significant changes in the Statement
include the following:

e A Management’s Discussion and Analysis (MD&A) section providing an analysis of the Fire
Department’s overall financial position and results of operations

¢« Financial statements prepared using full accrual accounting for all of the Fire Department's
activities

These and other changes are reflected in the accompanying financial statements (including notes to the
financial statements).

REPORTING ENTITY

BIRCH Rural Fire Department was organized in 1979 by the Townships of Baltimore, Carlton, Hastings,
Irving and Rutltand to provide fire protection to the residents and property owners. BIRCH Rural Fire
Department serves 100% of Baltimore, Hastings and Rutland Townships, approximately 56% of Carlton
Township and 25% of Irving Township. BIRCH Rural Fire Department receives its revenues from dues
based on the taxable value of property located in the Townships. BIRCH Rural Fire Department has
entered into an agreement with the City of Hastings whereby the City houses and operates the BIRCH
equipment. For this BIRCH Rural Fire Department agrees to pay the City of Hastings a percentage of the
operating expenditures of the City Fire Department.

During the year, BIRCH Rural Fire Department entered into an additional separate one-year contract with
Irving Township to provide fire services to additional sections of Irving Township. This contract was not
considered in the calculation of the equity interest in fixed assets.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING

The Fire Department’s basic financial statements include both government-wide (reporting the Fire
Department as a whole) and fund financial statements (reporting the Fire Department’s major funds).

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenue is recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The statement of net assets includes and recognizes all long-term assets and receivables as well as long-
term debt and obligations. The Fire Department's net assets are reported in three parts: invested in
capital assets, net of related debt; restricted net assets; and unrestricted net assets.

The statement of activities demonstrates the degree to which the direct expenses have a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function. Revenues are primarily derived from charges for services and interest and rentals to
provide for the administration and operation of: (1) general BIRCH Rural Fire Department governmental
departments, boards and commissions; and (2) fire protection.



BIRCH RURAL FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FUND FINANCIAL STATEMENTS

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available if it is collected within the current period
or soon enough thereafter to pay liabilities of the current period. For this purpose, the Fire Department
considers revenues to be available if they are collected with 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, expenditures relating to compensated absences, and claims and judgments
are recorded only when payment is due.

The Fire Department reports the following major governmental funds:

¢ The General Fund is the Fire Department's primary operating fund. It accounts for all financial
resources of the Fire Department.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Bank Deposits - Cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with a maturity of three months or less when acquired.

Capital Assets - Capital assets are defined by the Fire Department as assets with an initial cost of $500 or
more. Such assets are recorded at historical cost or estimated historical cost. Donated assets are
reported at estimated fair market value at the date of donation. Additions, improvements and other capital
outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for repairs
and maintenance are expensed as incurred. Depreciation on all assets is provided on the straight-line
basis over the following estimated useful lives:

Land Improvements 20 years
Buildings 40 years
Furniture 10 years
Heavy Equipment 20 years
Fire Equipment 7 years
Other Equipment 7 years
Data Processing Equipment 5 years

Fund Equity - In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are iegally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change. Birch does not have any designations of fund balance.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information - Budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds. This basis is consistent with accounting principles generally
accepted in the United States of America. Annual appropriated budgets are adopted for all required
governmental fund types. The Fire Department Boards prepares the annual budgets prior to June 30.
Budgets for the general fund are adopted at the line item level and reported in the budgetary comparison
schedule at this level,




BIRCH RURAL FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ENCUMBRANCE ACCOUNTING

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditures of monies are recorded in order to reserve that portion of the applicable appropriation, is not
employed by BIRCH Rural Fire Department.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS

P.A. 621 of 1978, section 18(1), as amended, provides that a local unit shall not incur expenditures in
excess of the amount appropriated. The budget is prepared on the modified accrual basis of accounting,
which is the same basis as the financial statements.

During the year ended June 30, 2006, the Fire Department incurred expenditures in certain budgetary
funds, which were in excess of the amounts appropriated, as follows:

TOTAL AMOUNT OF BUDGET
FUND APPROPRIATIONS EXPENDITURES VARIANCE
General
Public Safety:
Professional Services - $ 1,710 $ 1,710

DEPOSITS AND INVESTMENTS

Michigan Compiled Laws Section 129.91, authorizes the Fire Department to deposit and invest in the
accounts of Federally insured banks, credit unions and savings and loan associations; bonds, securities
and other direct obligations of the United States, or any agency or instrumentality of the United States;
United States government or Federal agency obligation repurchase agreements; bankers’ acceptance of
United States banks; commercial paper rated by two standard rating agencies within the two highest
classifications, which mature not more than 270 days after the date of purchase; obligations of the State of
Michigan or its political subdivision which are rated investment grade; and mutual funds composed of
investment vehicles which are legal for direct investment by local units of government in Michigan.
Financial institutions eligible for deposit of public funds must maintain an office in Michigan.

The Fire Department has designated one bank and one savings bank for the deposit of BIRCH Rural Fire
Department funds.

The Fire Department’s deposits and investments are in accordance with statutory authority.

At year-end, the Fire Department's deposits and investments were reported in the basic financial
statements in the following categories:

GOVERNMENTAL TOTAL PRIMARY

ACTIVITIES GOVERNMENT
Cash and Cash Equivalents $ 25,596 $ 25,596
Investments 149,952 149,952
Restricted Assets - -
Total $ 175,548 $ 175,548



BIRCH RURAL FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2006

DEPOSITS AND INVESTMENTS (Continued)

The breakdown between depaesits and investments is:
TOTAL PRIMARY

GOVERNMENT
Cash and Cash Equivalents $ 175,548
(Checking and Savings Accounts, Certificates of Deposit)
Investment in Securities -
(Mutual Funds and Similar Vehicles)
Petty Cash and Cash on Hand -
Total $ 175,548

At June 30, 2005, the Fire Department had deposits with a carrying amount of $175,548 and a bank
balance of $175,548. Of the bank balance, $150,597 is covered by federal depository insurance, $24,951
is uninsured and $0 is collateralized.

CAPITAL ASSETS
Capital asset activity for the current year was as follows:

BALANCE RETIRE- BALANCE
6/30/2005  ADDITIONS MENTS 6/30/2006

Capital Assets Being Depreciated

Equipment $ 673072 § - % - § 673,072
Subtotal 673,072 - - 673,072
Less: Accumulated Depreciation 317,005 32,183 - 349,188
Capital Assets-Net of Depreciation $ 356,067 § (32,183) § - $ 323884

Depreciation expense was charged to programs as follows:

Governmental Activities:

Public Safety $ 32,183
Total Governmental Activities $ 32,183
COMMITMENTS

In the year ended June 30, 1999, Birch Rural Fire Department entered into an agreement with the
Hastings Fire Department to provide $100,000 for the purchase of a highboy. Birch will pay Hastings Fire
Department at the rate of $10,000 per year, for ten years. As of June 30, 2006, Birch Fire Department
has paid $70,000, leaving $30,000 in future payments to make. These payments are included in the
Operating Costs amount in the Statement of Governmental Revenue, Expenditures, and Changes in Fund
Balance - Statement of Activities.
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BIRCH RURAL FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2006

RISK MANAGEMENT

The Fire Department is exposed to various risks of loss related to property loss, torts, errors and
omissions. The Fire Department's insurance for general liability, excess liability, auto liability, trunk-line
liability, errors and omissions, and physical damage (equipment, buildings and contents) is provided by the
City of Hastings through an insurance company. Settled claims have not exceeded the amount of
insurance coverage in any of the past three years.

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Total fund balance and the net change in fund balance of the Fire Department’s governmental fund differs
from net assets and changes in net assets of the governmental activities reported in the statement of net
assets and statement of activities. This difference primarily results from the long-term focus of the
statement of net assets and statement of activities versus the current financial resources focus of the
governmental fund balance sheet and statement of revenue, expenditures, and change in fund balance.

The following is a reconciliation of fund balance to net assets:
Total Fund Balance - Modified Accrual Basis $ 175,548

Amounts reported in the statement of net assets are different because:
Capital assets used in governmental activities are not financlal resources

and therefore are not reported in the funds

Governmental capital assets $ 673,072
Less: Accumulated depreciation 349,188 323,884
Net Assets of General Fund - Full Accrual Basis $ 499,432

The following is a reconciliation of the net change in fund balance to the net change in net assets:
Net Change in Fund Balances - Modified Accrual Basis $ 16,177

Amounts reported in the statement of net activities are different because:
Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is depreciated over their
estimated useful lives

Expenditures for capital assets $ -
Less: Current year depreciation (32,183) {32,183)
Change in Net Assets of General Fund - Full Accrual Basis $ (16,006)
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BIRCH RURAL. FIRE DEPARTMENT

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

For The Year Ended June 30, 2006

Revenue

Charges for Services
Interest and Rentals

Total Revenue

Expenditures
Current:
Public Safety:
Professional Services
Operating Costs-City of Hastings
Capital Outlay

Total Expenditures

Excess of Revenue Over Expenditures

Fund Balance - Beginning of Year

Fund Balance - End of Year

Final Variance with
Original Amended Amended
Budget Budget Actual Budget
$ 339,444 $ 339,444 $ 347,793 $ 8,349
- - 4,352 4,352
339,444 339,444 362,145 12,701
- - 1,710 {1,710)
339,444 339,444 334,258 5,186
339,444 339,444 335,968 3,476
- - 16,177 16,177
159,371 169,371 159,371 -
$ 159,371 $ 159,371 $ 175,548 $ 16,177
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Katherine K. Sheldon, CPA Hastings, MI 49058 Fax  (269) 945-4890
www.walkerflukeandsheldon.com E-mail: walkerfluke@voyager.net

November 6, 2006

To the Fire Department Board
Birch Rural Fire Department
Barry County, Michigan

We have recently completed an audit of the financial statements of Birch Rural Fire Department, Barry
County, Michigan for the year ended June 30, 2006. During the course of the audit, the following item
came to our attention, which requires further comment.

Budgets Should Be Reviewed on a Periodic Basis

P.A. 621, 1978 requires governmental units to prepare annual budgets containing an itemized statement
for its proposed expenditures and estimated revenues, covering all its departments and activities. The
budget for revenue and expenditures of BIRCH Rural Fire Department should be a detailed estimate of all
anticipated income and expenditures per the Uniform Chart of Accounts for Local Units of Government.

P.A. 621 of 1978, Section 17, provides that a local unit should amend the expenditures budget when it
appears that the budgeted revenues plus available fund balance will be less than anticipated
expenditures. In addition, Section 18 provides that a local unit shall not incur expenditures in excess of
the amount appropriated.

During the year ended June 30, 2008, the Fire Department over expended the budget in one area. The
Fire Department should monitor the budget and make amendments as necessary. The Fire Department
should also expand the budget and budget for all revenues and expenses. In addition, consideration
should be taken at year-end for any known audit adjustments that may arise.

We would like to take this opportunity to thank the Birch Rural Fire Department Treasurer for the
cooperation and courtesy extended to us during the audit. If you have any questions or need assistance,
do not hesitate to contact us. '

Wolktr, Fuuce. & Shatde.. pLi



